PHILIP MORRIS USA 


INTER-OFFICE CORRESPONDENCE 


120 PARK AVENUE. NEWYORK, NY 10017-5592 
TO: Mike Mahan DATE: March 28, 1994 

FROM: Mike Murphy 

SUBJECT: Premium Buv - Comma 

Below is a quick summary of sales trends for our major private label brands through w/e 3/25/94: 
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Except for Premium Buy, ail of the other above brands are tracking on trend with sales rates they 
jiuuned in 4(9-91 Premium Buy, however, has shown a marked trend change that, as noted above, has 
led ui a snarp rcdueuon in their 94 m recast (386MM vs. 1.2B actual ’93.) 

ihe prospect ut Premium Buy selling less man 400M units in '94, absent any significant trend change, 
s particularly troubling given our current P/L contract negotiations with them. As you know, we have 
proposed a 5 sear deal with a lone urm payment of S4MM/vear (S20MM total). 
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lustrated below us an effective per M payment for each of our recently negotiated P/L contracts, based i) v y - 


sin 94 esumated volume: 
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\ "fair market'' value now for a Premium Buy contract would he between S400M - S800M annually 
i S2MM to S4MM over 5 years), based on the other P/L contracts we have already negotiated. '1 

Prom mv review, unlike Premium Buy, RJR’s P/L business through McLane continues to remain 
strong. Ironically, YTD, McLane has shipped about 62MM units of General’s to Dairy Mart stores 
compared to 83MM for Premium Buy overall. Whereas at the end of 1993. Premium Buy was FVB’s 
fourth largest label, currently it ranks seventh. 

Let me know if you wish to discuss. 


cc: R. Mikulay 
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Source: https://www.industrydocuments.ucsf.edu/docs/qlxm0004 



